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INTRODUCTION 


The property tax is the major source of revenue under 
roe, darecty control, of a,municipadlity, .Thelabilityato 
raise and collect tax revenue, in large part, determines 
a municipality's financial well-being. Hence the import- 


ance of an effective tax billing and collection program. 


The tax billing and collection system forms a significant 
part of a municipality's cash management program to the 
extent that cash management is concerned with maximizing 
cash availability through the conversion of receivables 
to cash receipts. Reference should be made to Financial 
Procedures Bulletin F.1 entitled "Cash Management in 
Municipalities" which outlines the goals, benefits and 


implementation of a cash management program. 


As important as cash management is, however, an effective 
tax collection system will also build ratepayer goodwill 
which may in turn reduce difficulties associated with 


collecting property taxes. 


The purpose of this bulletin is to provide municipal 
Officials responsible .for ,proepernty stax sbi ling and 
collection with general background information which may 
be helpful in developing collection policies and proced- 
upes) °it “highlights the Legislative’ provisions for tax 
collection and outlines administrative procedures which 


some municipalities are using to improve collections. 


While the bulletin covers the arrears process, emphasis 
is placed..on.tax billing -and,.on current;coblectiions. 
Further bulletins will be prepared covering in more detail 


the various aspects of property taxation. 


a 
AUTHORITY | TOUTAX 


The base for property taxation is the assessment roll. 
The Assessment Act authorizes the valuation of real property 
and outlines the procedures for making such valuations. It 
defines those classes and types of properties which are 
subject to taxation and those which, although assessed, are 
exempt from taxation; authorization is also provided to 
municipal councils to exempt certain other properties from 
taxation sosFurener- authorization’ to*exempt taxes 15 Grvenrune 
municipalities under The Muntetpal Act and, for special 


circumstances, under private legislation. 


Each year the Assessment Division of the’ Ministry soe 
Revenue provides every municipality with a copy of the 
assessment roll for taxation purposes in the following year. 
The legislation puts into place a comprehensive appeal 
mechanism which is available to anyone wishing to challenge 
or correct any data relevant to his assessment. Corrections 
and revisions resulting from appeals are made by the Assess- 
ment Review Court and certified by the Regional Registrar. 
The yearly roll as revised and corrected then constitutes 
the last revised assessment roll of the municipality. The 
information included in this roll is then used by munici- 
palities to determine mill rates and to levy taxes on an 
interim and final basis. In cases where revisions to the 
roll are not available when mill rates are struck, the 


returned roll is used and adjustments are made later. 


Final mill rates are determined and levied only after 

a municipality complies with sectton 807 of The Munictpal 
Act, wherein the council of every municipality must in each 
year prepare and adopt the annual estimates of revenues and 
expenditures. The section also stipulates those allowances 
which must be made in the preparation of the estimates. Of 
note in the context of this bulletin are allowances for the 
cost of collection, for the abatement and discount on taxes 
and for uncollectible taxes. In. addition, a.municipality 
May provide for an estimate of taxes that will not be 


collected during the year. 


There is provision in The Muntetpal Aet (section 303) 
for a municipality to levy taxes before the estimates are 
adopted by Council. The interim levy applies to both real 
property and business assessments. In both instances, the 
amount levied cannot exceed 50 per cent of the amount 
determined by multiplying the previous year's public school 
rate for all purposes by the applicable assessments in the 
last revised assessment roll. It is at this stage that the 


billing and collection process usually begins each year. 


The final levy, which involves the calculation of the 
annual rates and which is equal to the sums adopted under 
seetton 307, is authorized under sectton 302 of The Muntctpal 
Act. The manner in which the annual rates are established 


is set out in section 7 of The Ontarto Unconditional Grants 


1975. All municipalities, when establishing rates and 
levying taxes, are bound by sectton 504 of The Muntetpal 
Act wherein all taxes or rates are to be levied equally 
on all realty assessments made under The Assessment Act, 
subject to special legislative provisions such as the 


mill rate differential and area rates. 


Municipalities exercise their authority to tax through 
levying by-laws, which Lees the rates to be levied during 
the "Year. Section 307(3) of. fre Munrverpal Act aLiows Counce 
to have one or several by-laws for levying. Both interim 
and current levy by-laws will include, in accordance with 
sectton 527 of the Act, several principles which contribute 


to improved collections; these will be discussed later. 


Another equally important element of property taxation 
is the supplementary tax. Ihe Asséeeement eit be eCuloice.@ 
and 43) defines the rules for raising taxes on new assess- 
ments added during the year. Additional taxes may arise 
from a correction of an omission from the collector's roll 


or to new construction during the year. 


There are, of course, other elements involved in the 
municipal revenue process such as payments in lieu of taxes, 
additions to the collector's roli (hydro arrears; ‘dpasna 
charges), special area rating, special taxing provisions 
under sections 304 and 304(a) of The Muntetpal Act, and 


taxes not included on the tax bill (i.e. sewer surcharges on 


wacer bills), whilevimportant tthese-will not be discussed 
in this bulletin except to the extent that they affect the 


overall billing and collection process. 


The assessment roll as last revised and the levies, 
interimoer lineal, (form the base tor the collectors) roll 
which is required to be prepared under The Muntectpal Act. 
The procedures for preparing the roll are outlined in 
Secrlon 16 Of the Acts The collector's roid is prepared 
ang Certitied by the Clerk of the municipality and deliv- 
ered to the collector. Where revisions to the assessment 
roll are not available at the time mill rates are to be 
struck, the returned roll is used. Upon receipt of the 
collector's roll the collector is charged with the respon- 
Sibuiicy Of COllectang the taxes. “it ls here thats the 


billing process begins. 


FRAMEWORK FOR BILLING 


The tax bill is the most important instrument e the 
tax collection process; ited the culminationvonr a munica— 
pality's effort in developing its collection policies and 
procedures. Well before the collector's roll is prepared 
and the tax bill is designed, a municipality will develop 
its policies and procedures giving consideration to rate- 
payer needs, matters of administration, municipal require- 
ments, and legislative compliance, bearing in mind that the 
objective is to maximize collection through the billing 


process. 


When to Bill 

This decision is critical to effective cash management. 
At the same time, the decision will have a major impact on 
the financial resources of ratepayers. Municipalities 
generally try to strike a balance between their cash needs 
and the economic conditions in the community. While munici- 
pal cash requirements may usually be determined with little 
difficulty, an appreciation of ratepayer needs and resources 


is harder to come by. 


Ratepayers may experience a burden with only one due 
date during the year. This will be reduced when a munici- 
pality decides to establish due dates which are consistent 
with its own cash needs throughout the year. The selection 


of the number and timing of due dates, whether for business 


or real property, should Fiseaee guided by occasions 
during the year which may affect the personal finances 

of taxpayers--e.g. Christmas, harvest, pay dates. In 
addition, the number and timing of due dates for business 
taxes may differ from those of real property taxes and 


each is usually billed separately. 


One other consideration exists in determining the 
number of instalments: the available administrative 
methods (manual, semi-automated or automated) permitted 
by a municipality's financial resources will affect the 


cost effectiveness and the frequency of billings. 


A well considered choice of due dates will enhance 
municipal cash management and ease the tax burden for 
ratepayers; delinquency problems will also be revealed 


sooner so that they can be dealt with promptly. 


There are no statutory limits on the number and timing 
of tax demands, other than the requirement that 14 days 
notice be given. As discussed previously, sectton 302 of 
The Muntetpal Act authorizes the annual levy and sectton 
603 gives authority to the interim levy. It is in sectton 
527(1) however, where the choice of dates and number of 
instalments may be determined by a municipality. That 
authority is applicable to both the interim and final tax 
levies. The number of instalments and due dates are 


normally included in the levy by-law; where they are not, 


then the rates imposed are deemed to be due on and from 


January ist of the levy year (sectton 311). 


Usually a review of arenes revenue and expenditure 
patterns, previous collection experiences, and any local 
employment and income data will give guidance in making a 
decision on the most appropriate due dates for a specific 
municipality. While such reviews can be made periodically 
and may result in a change to the number and timing of atte 
dates, most local officials will rightly exercise caucion, 
recognizing that changes could cause ratepayer confusion 
and resistance. Where it is decided that a change is 
required, municipal officials try to lessen the impact of 
the change by advertising it through the newspapers or 


information flyers. 


Incentives tO Pay 


The Muntetpal Act recognizes the role of incentives in 
any collection system as a means of ensuring that taxes 
are paid early or on time; it gives municipalities the 
authority to charge penalties and interest on past due 
taxes and to provide discounts for advance payments. It 
also provides that in the event of default of payment of 
any instalment by the due date, the subsequent instalments 


may become payable immediately. 


The legislation makes a distinction between the 
imposing of penalties and the charging of interest in 
respect of past:due taxes. Under sectton 527(3) and (4) 
of The Muntetpal Act, all taxes billed during the current 
year that remain unpaid in that year may be subject to a 
penalty charge, but only from date of default to the date 
of payment or to the end of the year, whichever comes 
first." Taxes billed: in previous years that continue to 
remain unpaid (i.e. arrears) are subject to an interest 
charge from the beginning of the year that the taxes went 
into arrears to the date of payment (sectton 553). While 
penalties and interest are added to and form part of 
unpaid taxes, and are to be collected as taxes (sectton 
653(3)), the Act stipulates that they are not to be 


compounded (seectton 563(2)). 


in’ both Cases, Municipal council, bY py-law, "may 
define the rate to be used either on a monthly basis or 
a yearly one. The only restriction specified by the 
sections in question is that the rate currently cannot 
exceed either 1 1/4 per cent per month or 15 per cent per 
year. An exception to these authorities exists when no 
by-law exists to require the charging of interest on tax 
arrears. This instance calls for a mandatory charge at 
the rate of one-half of 1 per cent per month (section 


Deo) } ie 


te 


Municipalities generally use the maximum rates 
currently allowable under the legislation in order to 
ensure, first, that any costs of borrowings resulting 
from unpaid taxes are adequately covered, and, second, 
that ratepayers are not motivated to treat unpaid taxes 
as an alternative form of borrowing. Recent legislative 
amendments to these sections increased the maximum allow- 
able rate from 12% to 15% as a result of these concerns 


which are intensified in periods of high interest rates. 


The provision of discounts for advance payments of 
taxes is another tool that might be used to improve 
collections although the practice is not now prevalent. 
Section. o27(5) of The Municipal Ace orovides Minden oa 
council with ithe authority to authorize, by by=tawy wie 
receipt of tax payments in advance of the instalment dates 
and to allow a discount or interest on these advance 
payments. Again, the legislation places an upper Jimitven 
the rate which may be used; discounts or interest cannot 
exceed 12 per cent per annum. The legislation does provide 
for the allowance of both a discount and interest, but ea 
to the extent that interest is allowed for any portion of 


the period for which no discount is allowed. 


Few municipalities now use this type of incentive since 
advancing the due dates and increasing the number of instal- 
ments have improved their cash flow position. In addition, 
the costs of administering discounts can outweigh their 


benefits. 
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Base Of Payment 


Municipalities are constantly seeking ways to make 
it easier and simpler for the taxpayers to meet their tax 
obligations. While the legislation is specific about where 
taxes are payable, it does offer municipalities Plexo. Tey 
i providing Gptions’ to: the xvatepayers.  Seetion, 627(1) 
requires taxes to be paid into the office of the treasurer 
or collector, but that is supplemented by subsection 8 of 
the same section wherein a municipality can authorize, by 
by-law, the payment of tax moneys into a chartered bank, 
Erust “company, Credit wWnion or a, Frovince of Ontario 


Savings Office. 


In addition to these options, a municipality will 
normally institute administrative measures which make it 
easier for the taxpayers to make payment directly. Extend- 
ing the office hours around billing time will assist those 
ratepayers who wish to pay in person or who have questions 
about their taxes. For those who wish to avoid lineups, 
including a return envelope with the tax bill will assist 
the taxpayer. Allowing taxpayers to meet their annual tax 
levies by way of post-dated cheques is highly effective and 


represents a predictable cash flow for the municipality. 


There is one billing category which provides the 
municipality with some ease in the collection effort; 
where mortagees require that they pay taxes on behalf of 
their clients, collections can be virtually assured. For 
this reason, municipalities normally make special arrange- 


ments with agents to make billing and collection easier 
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on both. The procedure normally entails updating the 
client record of each agent for billing purposes and 
providing each agent with composite totals for payment 


purposes. 


Tax Bill Design 

Provincial legislation requires that certain data be 
included on the tax bill. These requirements are speci- 
fied principally in The Muntetpal Act, and to a lesser 
degree, in the Education Aer. Secrvien o2 86 POE Le 
Muntetpal Aet requires inclusion of a schedule of the 
different rates and their total used in calculating taxes; 
it also requires that the notice contain the information 
required under sectton 516 of the Act to be entered in 
the collector's xoll.) This section .covers.a mumber “of 
elements such as name, assessment, amount for upper-tier 
municipalities, amount for general purposes, local 
improvement rates, sums required by statute to be added, 
school rate andvothers. Section 209(1) of, fhe Educate 
Act requires that the school rate be further disclosed by 
providing the public, secondary and separate school rates 


and taxes imposed. 


Needless to say, these legal requirements are numerous 
enough in the context of designing the tax bill without 
adding other information. But there are other elements 
which municipalities find necessary to include on the tax 
bill. for control, purposes, such as tax account number, 


tenant number, mortgagee name and number, etc. 
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BD laGwic pec emeLiveOrmatiton On the tax bik) gis not 
an easy task; it is not made easier when the main object- 
ive in doing so is to motivate the ratepayers to act by 
making the tax bill simple and informative and easy to 
read and understand, with clear and concise instructions. 
Poaliaserols CONcCent and Style, layout of data, «colour and 
Size become important considerations in the design of the 


jax. Di Lis. 


A number of municipalities make the design task 
easier by transferring information not required by law 
aw fot Mince Liat COnLrOL, From sumewmuasx soli bo an 


INGODMNAELOCD LeaLllet .oOLabrocnure. 


Pubic Relations 
The bi Lilium wonase, OLLers an opportunity, ©.or, munici— 
palities to minimize some problems of tax delinquency at 


the collection stage. 


In the interest of improved collections and taxpayer 
goodwill, a municipality should do as much as possible 
to keep the public well informed on its affairs. Many 
municipalities consider the billing phase as the most 


appropriate time to do this. 
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They send budgets and financial reports, booklets or 
leaflets about municipal operations with the tax bill or 
place information on the tax bill “itself. “Apart from the 
information required to be given by the legislation, 
information can be provided in brochures and pamphlets in 
various forms: 

1. Instructive information on the property tax 
system itself. Some examples: how assessment, 
budgets and mill rates are determined; how the 
municipality collects taxes on behalf of the 
upper-tier municipalities and school boards; 
the difference between interim and final tax 


bills; what supplementary taxes are. 


2. General information about the municipal organiza- 
tion, its operations and the services provided. 


Se Procedural information--where and how taxes are 


to be paid; municipal office hours; who to 
contact, who to make the cheque payable to, etc. 


The use of newspaper advertising to announce tax 
levies, rates and due dates, and the use of news releases 
on finances are also effective public information 


techniques. 


Sectton 224 of The Muntctpal Aet places no upper limit 
on the amount of information a municipality may give to 
its ratepayers. It does stipulate, however, that at a 
nindimum;, asmunicipality isto, publish, or mail toueac. 
taxpayer, a copy of the audited financial statements, or 
a summary of them along with a copy of the auditor's 
report. o(In jaddition,. under. Zhe, Muntctpal Affarrs Acc 


(seetton 11), the Province requires municipalities to 
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notify their ratepayers of the degree of financial 
assistance the Province is providing to the municipality. 
fois information se normakly included on the tax bry or 


in the information brochures of the municipality. 


The amount of information provided and its level of 
sophistication will vary from municipality to municipality. 
For guidance, reference can be made to this Ministry's 
publication "Financial Disclosure to the Public--A Code 
for Municipalities in Ontario", which is available at the 


Ontario Government Bookstore. 


Billing Systems 


The options available to a municipality in designing 
its billing structure are very much dependent on the 
operational method its resources will allow. The objective 
in determining how tax bills and collections are to be 
processed is to meet the needs for information and control, 
measuring these needs against the volume of work to be 


- performed. 


Tax bills and collections may be processed manually 
or through some combination of automation and manual oper- 
ation. Accounting machines (mechanical or electronic), 
micro-computers, mini-computers, small business computers 
and large computers represent degrees of automation in 


terms of capacity and capability. For more information 
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on computers, reference can be made to this Ministry's 
publication entitled "Using Computers" which is available 


at the Ontario Government Bookstore. 


Where the volume of work to be performed in a munici- 
pality is small, a manual system may be the only viable 
alternative. In this case, one-write manual systems are 
effective in that the preparation of the original document 
produces other records and documents which are needed for 
record keeping and control purposes. But even a one-write 
system may prove onerous where a municipality wishes to 
increase the number of instalments. For this reason there 
is now greater interest on the part of small municipalities 


in the potential for automation. 


Automation facilitates the preparation of the 
collector's roll and the tax bills by making easier the 
inclusion of more data on the bill itself; it allows the 
use of bills to simplify the processing and recording of 
payments, e.g. punched instalment cards; it makes possible 
the use of multiple billings; and it can assist in the 
collection effort by making the follow-up and analyses of 


receivables more timely and accurate. 


The size and resources of a municipality will in part 
determine whether it automates and, if so, to what extent. 
For the smaller municipalities particularly, the range of 


options is now wider because advances in computer design 
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have St tecuive ly yeeducedericir cost... In addition, computer 
power is now more readily available from service agencies 
or from other organizations with excess computer capacity 
such as other municipalities. For example, one alterna- 
tive that a smaller municipality can consider is to use 

the computerized assessment tape provided by the Assessment 


Division to produce the tax bills. 


The main consideration in developing any system should 
be value for money. A municipality should therefore 
actempt, 10 selecting’ a tax Didiing system, to relate the 
range and quantity of information each system studied 


produces with the cost of the system. 


COLLECTION 


A well designed tax billing system, while it will 
maximize collections at the billing stage, will not elim- 
inate the problem of overdue and unpaid taxes. There are 
various administrative options and legislative provisions 
used by municipalities to improve the collection of over- 


due accounts, and ultimately, to ensure payment of taxes. 


The Muntetpal Act outlines legal procedures available 
to enforce! collections. | Secttone64] sandbé12 sformethe 
base for the collection effort wherein taxes due and pay- 
able may be recovered as a debt due to the municipality. 
Sectionsolijedngaddition}splacessacspectiadalienbondlands 


in respect of which taxes are due. 


~T ae 


Apart from court action, a municipality is empowered 
under The Munictpal Act to seize tenant rents, use bailiffs, 
levy with costs by distress and sale and, as a last resort, 
sell lands in arrears. An alternative to the tax sale 
procedure exists under The Muntetpal Affatrs Act wherein a 


municipality may elect to use the tax registration system. 


Although these measures strengthen a municipality's 
position in collecting everene taxes, many municipalities, 
recognizing the time and cost associated with them, 
develop and implement an administrative follow-up system. 
A current collections policy involving procedures for 
follow-up notices, letters, visits and telephone calls, 
contributes substantially to the success of the collection 


eLLorcs 


CurrentsCollectionsyeobicy 


The: cost of collection is. a,factor=in determining sie 
amount of effort and type of measure used in collecting 
taxes. 

A system designed to follow-up overdue accounts early 
will save the time and money required to enforce collection 
later. There are degrees to which follow-up procedures may 
be implemented and a municipality should follow only those 
collection procedures and practices which its résources 
Will allow. Where resources are limited, for instance, it 
may be desirable to place particular emphasis on the larger 
and older accounts; small amounts outstanding are as time- 


consuming and as costly to collect. 


a ito 


Follow-up procedures can be done by printed notice, 
letter, telephone, telegram or visit. Personal contact 
through visits and telephone are effective ways to obtain 
information or commitments from ratepayers. Visits have 
the disadvantage of being time-consuming and many munici- 
palities find that available staff resources do not allow 
the use of this method. rorepnones have the added advan- 
tage of being less costly than the use of letters and less 
time-consuming than visits, but do require that the staff 


follow specific, well-documented procedures. 


The use of form letters or notices is another viable 
method where collection problems are uniform and frequent. 
Ideally, these letters should be personalized; however, 
where larger municipalities may accomplish this by way of 
word processing facilities, most smaller municipalities 
find it too expensive to have these letters individually 


typed. 


some municipalities include in their follow-up proced- 
ures administrative measures which further improve their 
pte eelict chances. Examples are: checking the newspapers 
for out-of-business sales, moving sales, bankruptcy sales 
Or auctions; paying close attention to changes under 
secttons 42 and 43 of The Assessment Act for business taxes; 
locating business owners through the telephone directories, 
city directories and neighbouring businesses; following up 


on requests for tax clearance certificates to determine the 
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status of property ownership; using sections 636(a) and 
636(b) intandem for business taxes by writing off the 
remaining taxes for one tenant and, instead of waiting 
for a supplementary assessment, immediately, with council 
authorization, amending the roll to show the new tenant 
for the balance of the year. In smaller municipalities, 
where there generally exists an intimate knowledge of the 


community, many of these measures may not be necessary. 


The role of the collector requires the ability to 
strike a balance between fairness and firmness and between 
maintaining the goodwill and the respect of taxpayers. 
This task can be made easier if ee procedures are 
developed to ensure that follow-ups are done in a timely 
and consistent manner, with increasing stringency, yet with 
understanding. Whatever the follow-up practices employed, 
it is important to follow through when the ratepayer is 
told that certain actions may be taken. Otherwise, follow-up 


procedures will lose their effectiveness. 


Timeliness is important in that the longer an account 
is overdue without any follow-up action, the harder it gets 
to collect. For this reason the initial follow-up should be 
done immediately after the due date. It is also necessary 
to continue with subsequent follow-ups in a methodical | 
Manner so that the taxpayer is constantly reminded of his 
obligation. The time lapse between notices, letters, calls, 


etc., should take into account previous experience; 
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the frequency of follow-ups will vary according to 
circumstances, with the time lapse decreasing for each 


succeeding follow-up. 


Understanding the nature and circumstances of the 
delinquent taxpayer is another important element in 
collections. There is, of course, always a reason for? a 
taxpayer's failure to pay on time. Allowing the taxpayer 
to explain why he has not paid can highlight instances 
where, with the assistance of the municipality, no further 
follow-up action may be required. Municipal assistance 
may for example take the form of guidance on available 
assistance programs, social services, credit counsellors. 
In addition, a municipality may make payment schedule 
arrangements, allow part-payments as authorized under 
sectton, 52719) of The,Muntetpal Act, or make, adjustments 
under sectton 636(a) of the same Act, although these 


should be carefully controlled to prevent abuse. 


The collection procedures developed for outstanding 
business taxes may vary from those developed for outstand- 
ing property taxes. Because no property lien provision 
exists for business tax and because businesses are more 
transitory in nature, a municipality's follow-up procedure 
for business tax receivables could well be more abbreviated 
than. those for realty taxes. It is to a municipality's 
advantage to attempt to enforce collections strictly with- 
in a short time-period and to implement other measures 


fo collect the taxes sooner. 
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Lastly, the collection process requires increasing 
the strength of the effort over a peeiica of time.» The 
first follow-up may just be a reminder to the taxpayer 
that he has not paid. A duplicate of the original bill 
may be used for this purpose, with a gummed label or 
rubber stamp signifying that it is a reminder and that 
taxes are outstanding; alternatively, specially printed 


reminder forms may be used. 


The next follow-up can be an enquiry. Its purpose is 
to motivate some action on the part of the taxpayer, the 
underlying assumption being that something has prevented 
the taxpayer from paying. Here a municipality may obtain 
the reason for non-payment and may be able to resolve the 
difficulty to--the> satistactiion of ‘both. parties. 9am tis 
instance, prestamped return envelopes may help motivate 


the taxpayer to act. 


If no response is received at this stage, the subse- 
quent follow-up should convey a sense of urgency. To this 
point a municipality can suggest that alternative payment 
arrangements may be made. The last stage in the process 
is giving the delinguent taxpayers an ultimatum stating 
that, if the taxes are not paid, enforcement measures will 
be taken. If an account has reached this stage it is 
fairly certain that alternative measures are needed, so 
no purpose will be gained in continuing the follow-up 


procedure. 


ys 


In summary, the key to successful tax collection is 
early action using routine follow-up procedures that are 
being continuously evaluated for their effectiveness. 
Just one final warning, municipalities are well advised 
LO COnsult.ad SOl~CcLeEoOr on GUuestions OL “legality "in 


developing their procedures and forms for collection work. 


Attornment of Rent 

This legal provision relating to the seizure of rent 
(ection o16 OL the Muntorpal, Ace) allows’ a municipality, 
in respect "Of “Outstanding realty taxes, “to require a 
tenant to pay the rent of the premises to the municipality 
for purposes of applying it to any unpaid taxes and costs. 
Mhe- COLLECLOL ,; OL, GLeer MLS recurino, the LOL, coe 
treasurer gives the tenant notice in writing and has the 
same authority that the landlord of the premises would 
have to collect the rent. The tenant may deduct from his 


rent any taxes paid by him in this fashion (sectton 514). 


In practical terms, this provision may not always be 
effective: in “that. tt may be ditiicuit to enrorce if a tenant 
is reluctant to make payment to the municipality. Selec- 
tive use of this provision, however, can bring results and, 
because it does not prevent the use of any other procedure 
to recover taxes, this measure can play a part ina 


MUDICIPALICY Ss OVeral. COnJeccioOn errore, 


i yi 


Distress and Sale 

Under sectton 528 of The Muntctpal Act, failure to pay 
taxes within 14 days of demand or notice, subjects delin- 
quent taxpayers to distraint proceedings. Essentially this 
allows a municipality or its agent to seize goods and 
chattels of the person taxed and, under sectton 530, sell 
as much of them as is necessary to meet the unpaid taxes 
and costs. Any surplus arising from such a sale is returned 
to the person whose) property was distrained if there is no 
other claim by others on the, goods (sectz7o7n (od7) 4) ii ecues 
a claim is admitted, \the-. surplus .is.to,,be «paid 10 thesclaim= 
ant “(section $62), .bute 1£- avclaim ds.contestéed ithen jhe 
surplus is retained» by the-municipality .until. the rights 


of the parties involved have been determined (seectton 533). 


In general terms, taxes may be levied with costs by 
distress upon the goods and chattels belonging to or in 
the possession of the person taxed, subject to certain 
exemptions and provisions outlined in sectton 528 of The 
Muntetpal Act. For realty taxes, the person taxed means 
the owner or tenant of the land whose name appears on the 
collector's roll; for business taxes, it is the owner of 
the business. In practice, municipalities usually use 


distraint proceedings for outstanding business taxes. 


Because no property lien provision exists for business 
taxes, distraining becomes a problem if the person taxed 


cannot’ be located or if the assets have been removed. 
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Beclionosze(6) OL The Municipal Act offers. some reliet 
if the collector has reason to believe that the person 
taxed, whose goods are subject to distress, is about to 
remove the goods from the municipality before the expiry 
of the time for payment of taxes. In such cases, the 
mayor or reeve of the municipality, upon receiving an 
affidavit from.the collector to that effect, may issue a 
Warrant to che collector, authorizing him to levy the 
taxes with costs by distress before the time for payment 


has expired. 


Municipalities seldom perform the distraining function 
themselves, normally using a bailiff as permitted by The 
Muncetpal Act. Currently, municipal bailiris have author- 
LLy tO act only, Within they coOuncy.4. ..0e -distraint. procedure 
begins when the tax collector issues a warrant to the 
bailiff authorizing him to levy the taxes detailed on the 
warrant with costs by distress. The bailiff proceeds to 
carry out the terms of the warrant and reports back to 
the municipality regularly on the status of the account. 
Technically, seizure can be performed immediately and by 
visitation alone. However, the usual practice is to 
inform the taxpayer by letter of the turnover of the 
account, to the sbaliifitoand ‘of the possibilaty of seizure: 
Generally, before actual seizure takes place, several 
follow-ups are made by the bailiff and the taxpayer is 
provided the opportunity to explain his failure to pay or 


to agree to payment arrangements. 
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Usually the collection procedure followed by the 
bailiff will bring results before seizure is required. 
Difficulties arise, however, in cases where a business is 
in bankruptcy, where the person taxed cannot be located 
or is out of the county, or where the assets have been 
removed. Such accounts and their history are usually 


returned. to the municipality 10r further act on. 


Where bailiffs are engaged, distraint proceeding 
costs are borne by the delinquent taxpayer and are paid 
to the bailiff. The costs are the same as those payable 
to bailiffs under The ‘Small ‘Claime Court Act. However, 
if distraint proceedings are performed by salaried 
employees of the municipality, the costs incurred are 


borne DY  CuewmuntCapalEcy:, 


The engagement of bailiffs then can be a cost- 
effective collection tool for municipalities. Badia 
services, however, are not currently available in many 
of Ontario municipalities, making it necessary for these 
municipalities to resort to other means of collection as 


describedvin this bulletin. 
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Cour iyAction 

A municipality, DveCOnS Uitat Lon. wi tied BS Sol Lost owe, 
may decide to resolve its delinquency difficulties through 
Bhemcourtsa) £Eethisirecounsenis to, bewuisedsaustandand 
criteria should be developed which would apply to all 


delinguent taxpayers equally. 


A municipality may commence an action in a Small 
Claims Court, County Court or Supreme Court, depending on 
the amounts involved in any particular case. After judge- 
ment is awarded the municipality may enforce it by having 
a uWr enol sexacution i kesvediby the wReatstrarm) (or .Clerketor 
Small Claims Court) of the Court from which judgement was 
delivered. The Writ of Execution can then be delivered 
tosthe SheriftiroirtheeparticubarcGountyefor which the Wns 
was issued. Executions may be enforced against personal 
property, and subsequently, against real property, subject 
to. certain, limitations. ~+-This. process! is. applicable, to 


judgements delivered by all levels of Courts. 


Whereas County Court action may be slow and cumbersome, 
Seen: in Small Claims Court, is quicker and cheaper, but 
has the disadvantage of a maximum limit on the claim amount. 
Claims up to and including $1000* may be brought to Small 


Claims, Courts.< In the; majonity.ofe.cases;mthesamount of ‘taxes 


*in Metropolitan Toronto, the maximum:limit on a claim 
Lisuwh3» 0,00. 


gg) 2s 


outstanding will exceed that amount and, under The Small 
Claims Count Act PspLrecting ofvclaims is not -alfowedc 
Even with these disadvantages, however, a municipality 


could“benefit” from the “usevorttne icourts:. 


Some municipalities will bring action against a 
delinquent business taxpayer in County or Small Claims 
Courtyso that -fts priority’ as a4 <reddctor am thie evencno. 
bankruptcy will be improved. In the case of Small Claims 
Court a municipality may decide, although its claim exceeds 
$1000, to sue for the $1000 and abandon the rest on the 
premise that Small Claims Court is inexpensive and access- 
ible and that the full amount cannot be collected expedi- 


tiously by any other means. 


Collection Agencies 

A growing number of municipalities are engaging the 
services of a collection agency as a last resort measure 
for those accounts that are deemed uncollectible by other 
means. Collection agencies may be used either in lieu of 
orin- addition’ to*bailitf services,” and“are sound. cog ce 
especially appropriate for business accounts where the 


owner "is ‘out ‘Of the: municipality or county. 


The cost associated with the use of collection agencies 
is a factor in determining the extent to which they are 


used. Unlike bailiff services where the cost is borne by 


eee 


the delinquent taxpayer, collection agencies charge a 
percentage of what they collect, with the municipality 
benefiting from the balance after treating the charge as 

a collection cost. The charge can range from 20 per cent 
to 50 per cent, depending on circumstances; as a result, 
the loss in taxes can be substantial if collection 
agencies are used regularly and routinely. However, 
collection agencies can play a role in the overall collec- 
tion effort so long as their use is restricted to accounts 


where the likelihood of collection is small. 


Municipalities interested in using a collection agency 
usually evaluate various agencies on the basis of their 
going rates according to volume, their experience in the 
field, their reporting and control systems, and their geo- 
graphic area of operation. A municipality usually then 


enters into formal arrangements with the agency chosen. 


County 

The County is required to collect the tax arrears of 
its constituent townships and villages unless, under 
pope ton 604 of The Muntictpal Act, it passes a by-law 
authorizing the transfer of the responsibility to the 
villages and townships. This procedure is no longer widely 
used and cannot be considered a collection tool in that it 
only establishes responsibility for tax arrears. While it 
might be assumed that the county would be better able to 


administer the function, there are reasons to believe in 


~30— 


some instances that the collection effort may not be as 
effective. First, the tax ccllection function’ is~divided, 
and as such, accountability and control may be lost, and, 
second, there may be no direct incentive to collect the 
arrears. However, the effectiveness of the procedure is 


of course highly dependent on the county administration. 


Tax Sale/Registration 

When taxes have not been paid for a number of years 
and it becomes apparent that the lien rights, as provided 
under sectton 511 of The Muntctpal Act, must be exercised, 
the municipality may proceed under one of two procedures 
to obtain the land for taxes. The Muntetpal Act,. beginning 
with seetton §55, outlines the system for tax sale and The 
Muntetpal Affatrs Act describes the system of tax 


registration. 


The details of these two systems will be the subject 
of a further bulletin. In general terms, the tax sale 
system involves the sale of properties by public auction 
after publishing in the Ontario Gazette the date of sale 
and the properties to be sold. The tax registration 
system tnvolvas the registration of a tax arrears certif- 
icate which transfers title to the municipality, subject 


to defined rights of redemption. 


Be ti 


Every municipality is required to use the tax sale 
procedure except where a by-law is passed to transfer to 
the tax registration system and an amendment is made to 
the regulation under The Muntctpal Affatrs Aet to include 
the municipality wishing to so transfer. The majority of 
Municipalities in Ontario currently use the tax registra- 
tionesystemy since-itjis considered. less. costly.and less 
cumbersome than the tax sale system. But whatever the 
system heeds it is best to view the seizure of real 


property for arrears of taxes as a last resort. 


MANAGING THE SYSTEM 


A significant contribution may be made to improved 
collections by incorporating control, monitoring and 
evaluation procedures into the overall system design. Docu- 
mentation, staff development and training, record keeping, 
data analysis and reporting all promote accuracy, consist- 
encynandvaccountabilityi and, thus, °%play.a)part.in “the 


collection effort. 


Documentation 

Effective control of the billing and collection process 
is difficult to maintain when policies and procedures are 
not formalized or documented. Some polices are required by 
law to be authorized by municipal by-law. Others can be 
authorized by council resolution or regulations while still 


others can be documented administratively. 


oe 


The levy by-law enacts broad policy relating to penal- 
ties, interest, discounts, instalments, interim billing, 
final billing, tax certificates, where taxes are to be paid 
and part-payments. A council resolution could be passed 
covering broad policies relating to current collections, 
public notices, methods of collection, enforcement of lien 
rights, and reporting to council. Detailed administrative 
policies and procedures may then be documented, and incores 
orated into a manual, to supplement the broad policies 


approved by council. 


Documentation of the system, in this way, will srearn, 
assist the municipality in training its stati, in antomuees 
the public and in applying the policies equally and equit- 


ably to all ratepayers. 


Maintenance of Records 

A municipality also has an interest in the accuracy 
and completeness of the assessment roll since it forms the 
base for the billing and collection system. Implementing 
procedures to review the roll when it is received and 
monitoring it continuously could highlight errors and 
omissions which could be corrected early. In addition the 
collector's roll is subject to change during the year, 
i.e. Assessment Review Court decision, supplementary 
assessments under under The Assessment Act, ownership, 
address and other changes. These changes will have to be 
controlled if a municipality wishes to bill the right person 


for the right amount at the right time. 
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A procedure to regularly update and maintain the 

Bai ce deta, apart from improving the timeliness of pay- 
Pen ene reduce, if not eliminate, the incidence of 
errors which may impact on a municipality's legal raghts 
meche collection of taxes. For example, it is especially 
important that arrears certificates issued under sectton 
549 of The Muntctpal Act, be accurate because the infor- 
mation provided on the certificate is legally binding on 


the municipality. 


The current collection procedures followed for overdue 
accounts will generate information which should also be 
monitored and maintained. A system to record the follow- 
“up history and status of an account. and ratepayer responses 
will assist the municipality in taking further appropriate 


action. 


Analysis and Reporting 


Analysing and reporting on overdue taxes will not only 
assist in taking remedial action on current receivables, 
it will provide information for the development of future 
Bola eiiee and procedures. An analysis of overdue accounts 
and collections can identify those methods which are work- 


ing and those which are not. 


Comparisons made between years will offer a perspective 
on performance, as will comparisons with other municipali- 


ties. Annual reviews should be supplemented by ongoing 


aides 


reviews during the year so that trends can be monitored 
and performance levels can be controlled on a current 
basis. Regularly aging your receivables, comparing the 
number and amount of receivables to the same period last 
year, determining the amount and percentage collected for 
interim and for final billings are some analytical methods 


available. 


Other common data elements to review are: tax arrears 
as a percentage of current taxes billed; current collec- 
tions as a percentage of current taxes billed; and total 


collections as a percentage of current taxes billed. 


The analysis of receivables also contributes to the 
task of estimating write-offs and receivables for the 
annual estimates, and discloses problem accounts sooner 
so that tax adjustments under sectton 636 and 636(a) of 
The Muntetpal Act may be reported tO, COUNCIL fon year, 
action. It is especially important in the case of Sece7708 
636(b) adjustments in that they must be made in the year 
in which the levy was made. All these adjustments should 
be processed regularly. Referring them to Council through 
the use of standard forms and neneedtas will also help 
ensure that each and every account has been properly 
followed-up and that the potential of collection has been 


exhausted. 


aan oat 


Regular information reports to council can contribute 
to the success of a municipality's collection effort. 
Since council makes the key decisions on policy Los 


involvement in the process through reports is essential. 


CONCLUSION 
The development of an effective tax eon en ton system 
requires a multi-disciplinary approach encompassing the 
use of skills in management, administration, law, systems, 
communications, human resource development, finance and 


aAGCeCGuntinG,. 


Where all these skills are present in a Mund oLpalicy, 
it is more than likely they will be distributed among 
several departments. This generates the need for an inter- 
departmental approach to the development of the system. 
Coordination of and input into the design is usually 


accomplished through the management team approach. 


ieaeee all the skills required to design ja system 
exist or not, municipalities find advantage in interact- 
ing with each other either individually, or collectively 
through specialist associations such as the Association 
of Municipal Tax Collectors of Ontario, and other 


associations. 


—SOe 


It is hoped that this and future bulletins relating 
to property taxation will supplement this communication 
process, ‘and assist local governments in the task of 


enhancing the effectiveness of their current systems. 
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APPENDIX 


Legislative References 
eg ee ECL eNCesS 


The The The The 


Municipal Assessment Municipal Education 
Act Act Affairs Act Act 
————— + 
Assessing: 
Valuation Of real: property & exemptions sections 
374,586 
Valuation of business properties section. 7 
Preparation of assessment roll section 17 
Notices of assessment section —-40 
Timing for return of roll section 46 
Delivery of roll to municipality section 49 
Appeals to Assessment Review Court by section 52 
persons assessed and corrections and 
alterations 
Definition of last revised assessment role section 47 
On which rate of taxation to be based 
Roll as finally revised to be binding on section 53 
all parties concerned 
Supplementary assessments for additions and section 42 
alterations to real property and for changes and 43 
to business operations May be added to 
coltector"siroll) 
Appeals to County Judge sectione55 


Appeals to Ontario Municipal Board section 63 
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Legislative References 


The The The The 
Municipal Assessment Municipal Education 
Authority to Tax’ (cont'd) Act Act Affairs Act Act 
Levying: 
Municipality to levy taxes on the 
assessments as contained in the roll section 504 section 47(3) &(4) 
Municipality to prepare and adopt 
estimates each year section 307 
Municipality to levy rates each year section 302 section 208 
and 510 sgl moda OF 
Municipality may levy on an interim 
basis section, 303 
Determination of rates section 302 sections 215 
and 303 and 216 
Special taxing provisions for univer- section 304 
Sities; colleges; public hospitals, and 304 (a) 
penal institutions and telephone and 
telegraph companies 
Rates to be due on January 1 unless 
otherwise provided by the by-law section 311 
Rates of taxation are calculated on section 506 
all rateable property 
Taxes due become a lien on lands section 511 
Collector's Roll: 
Preparation of the Collector's role section 516 
Provision for minimum tax section 517 


Certification and delivery of 
Collector's roll by clerk _ section 518 


AWEhority sto Tax =(cont'd) 


Collector tssRoll -(cont'd) 
Alteration of collector's roll 
after collector's roll is returned 


Appointment & duties of collector; 
security and declaration of ‘office 


Framework for Billin 
When to bill: 
Use of interim billings 


Use of instalments for interim 
and final levies 


Incentives to pay: 
Charging of penalties 


Provision for discounts 


Charging of interest on arrears 


Ease of Payment: 


Provisions for payment of taxes into 


treasurers oOtfice, banks, *credit 
unions, etc. 


Provision for part payments 
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Legislative References 


The The 
Municipal Assessment 
Act Act 


section 519 


sections 226 
Zee ae eU 


section 303 


sections=527 (1) 
and=e5o7 7-1 eb) 


section 527(3) 
and (4) 


section 527(5) 


sechionioo3 


Section 527(1) 
and (8) 


section 527(9) 
and=.( 10) 


The 
Municipal 


Affairs Act 


The 
Education 


Act 


Framework for Billing (cont'd) 


Tax Dil. design: 


Preparation of notices by collector 


Information to be included on tax 
notice 


Public Relations: 
Publication of audited financial 
statements or summary and any 


additional information 


Noti£ication of Provincial 
financial assistance 


Collection 


Attornment of Rent: 
Municipality may seize rents 


Tenant may deduct taxes paid from rent 


Distress and sale: 


Unpaid taxes that are a charge on land 


Unpaid taxes that are not a charge on 


land 
Public notice of sale 


Treatment of surplus on sale 


a fe ee 


islative References 


The The 
Municipal Assessment 


Act Act 


SECCLONS=H524.(41)-&(2)— 
Desay 2 2,.52 35524 
& 525% 


Sections 521(3), 516; 
Se inate yee es) and 


S20 (G) 


section 224 


section 513 


section 514 


section 528(1) 


section 528(2) 
section 530 


sections 531, 
562 ooo 


The 
Municipal 


Attaivs Ace 


Section 11 


The 
Education 
Act 


Section 209 


Collection (cont'd) 


Court Action 
Recovery of taxes by court action 


Tax arrears generally: 
Return of the collector's On|. 


Oath of collector on PCI CHAng wor 


Duty of Treasurer upon receipt of 
zeturned: roi l 


Tax certificates arrears 


County: 


Responsibility of COUNLY -Tor tax 
arrears in villages and townships 


Tax Sale: 


Tax Registration: 


Tax Adjustments 
SS SUS UMeEN US: 


Note: 
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Legislative References 


The The The The 
Municipal Assessment Municipal Education 
Act Act Attairs Act Act 


sect ion. $512 


section 5348536 
section 535 


section 537 


section 549 


sections? 538 
and 604 


Section 543 


iO .641'5 
sections 747 
to-56 
sections 636 
and 636 (a) 
and 636(b) 


Amendments to the statutes occur frequently and may affect the above references to the 
particular sections of the statutes stated. 


Recourse should be made to the Ontario 


Statutes Citator for the most current references. 
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This bulletin was prepared in the: 


Municipal Budgets and Accounts Branch 
Ministry of Intergovernmental Affairs 


3rd Floor, Mowat Block 


Toronto, Ontario M7A 1C5 


416-965-2265 


Previous bulletins issued in this series: 


1 
2 
-3 Municipal Investments 
4 @Zero-Base Budgeting 
5 


Other Special Funds 


Cash Management in Municipalities 
Bank Reconciliation Procedures-for Municipalities 


Dec. /78 
Jan./79 
Mar./79 
May /79 


Reserves, Reserve Funds, Allowances and 


July/79 


Copies ofgall of the bulletins in this series are available 


at $1.00 each, prepaid, from: 


Publications Centre 


880 Bay Street, 5th Fir. 
Ontario M7A 1N8 


LOronmto, 


(Please make cheques payable to the Treasurer of Ontario.) 


A series of bulletins is being issued by the Municipal 


Administration Branch. 
Publications Centre. 


Highlights of The Municipal 
Blections Aet, 7197m ($0:50): 


Conrime: of Interest in 
Municipal Government ($0.50) 


' Amendments to The Municipal 
Elect mons, Ace, S77 (30.50) 


Council Agenda and Minutes -- 
Committee Agenda and Reports 
($0.50) 


An Alphabetic Filing System 
Suitable for a Small Municipality 
($0.50) 

Bargaining Information ($0.50) 
Drafting Municipal By-laws 
Municipal Insurance ($0.50) 


The Municipality and the Law 
($0.50) 


Labour Relations -- The 
Organizing Process ($0.50) 


($0.50) 


Bia 
2 
16 


14 


Zi 


gee 


Copies are available from the 
Titles now available are: 


Procedure By-law ($0.50) 
Dismissal ($0.50) 
Labour Relations -- Components 


of a Collective Agreement ($0.50) 


The Head of Council ($0.50) 

An Act to Amend The Municipal 
Act (Bill 80) Remuneration 

and Expenses ($0.50) 

Municipal Staff Reports ($0.50) 


Council Committees ($0.50) 
Liability Protection ($0.50) 
Summary of 1978 Legislation 
Respecting Remuneration and 
Expenses ($0.50) 
Microrecording ($0.50) 


Holidays and Time 
Calculations «($0209 


Minicomputers ($0.50) 


23 


24 


25 


26 


27 


28 


20 


30 


31 


Ae 


Training Opportunities For 
Staff in Small Municipalities 
($0.50) 


Animal Control ($0.50) 


Purchasing in Small 
Municipalities ($0.50) 


Recruiting -- I, Planning 
ahe Process ($0.50) 


Recruiting -- II. The Right 
Person for the Job ($0.50) 
Recruiting -- III. Advertising 
($0.50) 

Recruiting -- IV. The Interview 
($0.50) 


The Interpretation Act ($0.50) 


ime, Statutory Powers Procedure 
Beto 71 S050) 


32 


36 


34 


Si 


36 


Sh 


38 


og 


40 


Highlights of The Line 
Pences Act, 1979 ($0.50) 


Information Gathering 
Services and Techniques ($0.50) 


Word Processing ($0.50) 


Job Descriptions: Make Them 
Simple and Useful ($0.50) 


The Provincial Legislative 
Process ($1.00) 


Municipal Real Estate —- 
Inventory ($1.00) 


Designing a Pay Plan for 
OtiicesSrartuin Smal. 
Municipaltties’ ($1200) 


Administering the Pay 
Sseructure ($1) 00) 


Energy Conservation in 
Ontario Municipalities ($1.00) 


LIBRARY ¢ 


Lf you requtre additional information on this subject, 


| please contact your local office of the Field Servtces 


Branch, Local Government Divist 


Intergovernmental Affairs. 


addresses: 


BRANTFORD 

172 Dathouste St. 
Brantford, Ontarto 
N37 277 

(519) 756-0360 


GUELPH 

30 Edinburgh Road WN. 
Guelph, Ontarto 

NIH 771 

(519) 836-2531 


LONDON 

495 Rrehmond Ss. 
London, Ontarto 
N6A SAQ 

($19) 438-7255 


NORTH BAY 

$47 Sherbrooke Street 
North Bay, Ontarto 
Pips 

(705) 476-4300 


ORILLIA 
158 Matchedash St. N. 
Ortllta, Ontario 

LEV 474 

(705) 325-6144 


on of the Ministry of 


They are located at these 


OSHAWA 

74 Stmeoe St. S. 
Pot NO pw, Dato pairs ay 
Oshawa, Ontarto 
LIZ 7 VS 

(416) 571-1515 


OTTAWA 

244 Rrdeau St. 
Ottawa, Ontarto 
KIN SY3 

(613) 566-3711 


SUDBURY 
1349 LeSatle Blvd. 


_ Sudbury, Ontario 


P34) 122 
(705) 566-0901 


THUNDER BAY 

435 James St. S. 
P.O. Box 5000 
Thunder Bey, Ontarto 
P7C 5G6 

(807) 475-1621 
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